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General Information Letter: Taxpayer apportioning all income to conmerci al
domcile state.

February 11, 1998

Dear:

This is in response to your letter dated January 21, 1998. |Illinois
Departnment of Revenue (the "Departnent") rules require that the Departnment issue
two types of letter rulings, private letter rulings ("PLR') and genera
information letters ("G L"). PLRs are issued by the Departnment in response to
specific taxpayer inquires concerning the application of a tax statute or rule
to a particular fact situation. A PLR is binding on the Departnent, but only as
to the taxpayer who is the subject of the request for ruling and only to the
extent the facts recited in the PLR are correct and conplete. GLs do not
constitute statenments of agency policy that apply, interpret or prescribe the
tax law and are not binding on the Department. For your general information we
have enclosed a copy of 2 Ill. Adm Code Part 1200 regarding rulings and other
i nformati on i ssued by the Departnent.

Al t hough you have not specifically requested either type of ruling, the
nature of your questions and the information you provided require that we
respond with a G L.

In your letter you have stated the foll ow ng:

We have received the 1997 11-1120 Illinois Corporation Income Tax Return forns
manual . XXXXXXXXXXXX (trademark) XXXXX XXXXXXX iS incorporated and located in
the state of M nnesota. Corporate income tax on all xxxxxx is paid in the state
of Mnnesota. If there is any question, please call ne direct at XXX-XXX-XXXX.

Qur Illinois Sales tax registration no: |BT XXXX-XXXX

The tenor of your letter suggests that you have doubts regardi ng whet her
your conpany, which appears to be a manufacturing conpany, has enough business
activities (nexus) with the State of Illinois (the "State") to be subject to the
State's incone tax.

Pl ease be advised that the question of whether your conpany has the
requisite nexus with the State to be subject to taxation by the State is an
extremely fact-specific determ nation. Therefore, we cannot issue a ruling on
the issue of whether a particular taxpayer has nexus with the State. Such a
determ nation may only be made in the context of an audit where the Departnent's
auditors woul d have access to all relevant facts and circunstances.

In general, a corporation is considered to have nexus in Illinois if any of
its business or nonbusiness inconme is apportionable or allocable to Illinois
under the Illinois Income Tax Act ("Il TA"), Sections 301 to 304 (copy encl osed).
Under II1TA, Section 201(a), a tax nmeasured by net income is inposed on every
corporation for the privilege of earning or receiving incone in Illinois. As a
manuf act uri ng conpany, XXXXXXXXXXXX would apportion its business inconme to
I1linois as prescribed in Il TA, Section 304(a).



Busi ness incone is defined in Il TA, Section 1501(a)(1l), as "inconme arising
fromtransactions and activity in the regular course of the taxpayer's trade or
busi ness, net of the deductions allocable thereto, and includes inconme from
tangi bl e and intangi ble property if the acquisition, mnagenment, and disposition
of the property constitute integral parts of the taxpayer's regular trade or
busi ness operations.” The term business inconme does not include conpensation or
the deduction allocable thereto. Nonbusiness inconme is any incone that is not
busi ness incone. Il TA, Section 1501(a)((13).

You should be aware that if a corporation is required to file a federal
income tax return and such corporation is authorized to do business in this

State, that corporation is required to file an Illinois incone tax return
regardl ess of whether the corporation is liable for any Illinois incone tax
1 TA, Section 502(a)(2). The Illinois Secretary of State determ nes whether a
foreign corporation is authorized to do business in Illinois. You may wsh to

contact the Secretary of State at the foll ow ng address:

The Honorabl e George Ryan
Secretary of State

Busi ness Servi ces Depart nent
How ett Buil di ng, Room 328
Springfield, IL 62756

Pl ease feel free to contact the Departnent if you have other questions or
require additional information.

Si ncerely yours,

Jackson E. Donl ey
Associ ate Counsel



